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This paper argues that an organisation needs to be managed for its fit to its intended
target market. Market fit is defined as the capability configuration of a firm moderated
by the relevant factors in the external environment. It is conceptualised within the
integrated dynamic resource-based view of the firm. The study is based on survey data
collected from 216 larger Australian businesses. Drawing on the existing literature on
the resource-based view of the firm (RBV), a model of market fit has been developed
and tested empirically. The results of the study suggest that the intangible internal
assets of marketing planning, decision-making process, and marketing strategy form
the core capability configuration of an organisation and that the market fit measure
associates positively with business performance indicators. The assertion is that while
the internal intangible assets form the core capability of an organisation, this capability
is influenced by the market dynamics that may alter its character, intensity, and
effectiveness in relation to its intended business performance objectives.
Keywords: market fit; resource-based view of the firm; capability configuration;
business performance; marketing planning; strategy; decision-making process
Introduction
Over the last few decades, marketing scholars have searched for tools that may assist with
a better understanding of the mix of environmental factors that potentially influence
organisational performance. In this attempt, various theories and models, including market
orientation models, have been developed and tested (Hart & Diamantopoulos, 1993;
Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Narver & Slater, 1990; Pelham, 2000).
While numerous studies generally validate the link between market orientation and
various business performance measures, they also identify the role of certain
environmental moderators that can influence this link (Ellis, 2006; Greenley, 1995;
Narver & Slater, 1990), while some studies show no link between market orientation and
business performance (Au & Tse, 1995; Tse, 1998).
However, areas of ambiguity exist in relation to the universality ofmarket orientation as a
desirable business strategy. In fact, as Dobscha, Mentzer, and Littlefield (1994) indicate,
external factors (and some internal factors) may affect the nature of market orientation itself
rather than simply acting as moderators of the link between market orientation and business
performance.Additionally,Greenley (1995) argues that in somecasesmarket orientationmay
not be advantageous, for instance, in highly turbulent markets or in conditions of lower
customer power and high technological change. Ellis (2006) states that the managerial value
ofmarket orientation is influenced by the cultural and economic characteristics of the country
ISSN 0965-254X print/ISSN 1466-4488 online
q 2010 Taylor & Francis
DOI: 10.1080/0965254X.2010.497844
http://www.informaworld.com
*Corresponding author. Email: mehdi.taghian@deakin.edu.au
Journal of Strategic Marketing
Vol. 18, No. 5, August 2010, 395–415
D
o
w
n
lo
ad
ed
 B
y:
 [
De
ak
in
 U
ni
ve
rs
it
y]
 A
t:
 0
2:
48
 1
0 
No
ve
mb
er
 2
01
0
in which a company operates. Therefore, the benefits of market orientation may be subject to
various conditional dynamics absent from models available currently.
This study draws from the insights gained from existing research and suggests the
inclusion of the key intangible assets of an organisation in a single model of market fit.
It needs to be indicated that there are various metrics that can be used in the
measurement of a firm’s conditional environmental dynamics. These metrics include
consumer and brand level variables, such as market share, relative prices, consumer
satisfaction, and perceived product quality. Arguably, while the market orientation
strategy is a systematic overall approach to gathering and managing market intelligence
and the organisational responsiveness to market changes, other metrics are used as part of
contributors to the intelligence gathering phase of the market orientation strategy.
The primary purpose of this study is to investigate the argument that a business needs
to be managed for its fit to the target market. Market fit is presented as the measure that
represents the capability configuration of a business moderated by the key external
environmental dynamics. The extent of fit of an organisation to its target market is
measured by the extent of the relationship between the market fit measure and the intended
business performance. The suggestion is that higher fit measures associate more strongly
with higher levels of intended business performance.
Market fit: conceptual framework
It has been suggested that a business is formed and exists to provide returns of acceptable
magnitude for its stakeholders in order to remain in operation (Friedman & Miles, 2002).
In achieving this fundamental objective, the market is viewed as the ground in which
such value can be cultivated, and the customer is identified as the target of the value
creation process.
For an organisation to achieve its objectives, it needs to structure its internal market
capabilities and assets in a way and to an extent that enable it to operate effectively within
the specific target market of choice and for the specific type and magnitude of value
(objectives) it is aiming to create. It needs to develop its unique and sustainable
competitive advantage (Day & Nedungadi, 1994; Porter, 1980). In this paper ‘capability’
is used meaning ‘market-based assets’. Market-based assets ‘refer to attributes that an
organisation can acquire, develop, nurture, and leverage for both internal and external
uses’ (Srivastava, Fahey, & Christensen, 2001, p. 779). These capabilities are principally
of either relational or intellectual (knowledge) types.
The resource-based view of the firm (RBV) suggests that an organisation can gain and
sustain competitive advantage by developing valuable assets and capabilities that are
relatively inelastic in supply (Ray, Barney, &Muhanna, 2004). A resource-based theory of
business effectiveness indicates that key internal intangible assets and the external market
conditions may be used as a framework within which to investigate the development of
this unique dimension (Srivastava et al., 2001). The distinctive combination of the assets
can provide some assistance in identifying the potential of the organisation to focus on and
achieve its objectives (Barney, 2001). The theory suggests that the right mix of assets need
to be developed and managed for the specific category of business performance intended.
While the RBV is an accepted and frequently used theory in strategic management
studies, there are still discussions about the empirical evidence supporting its validity.
There are variations in empirical support for the theory (Newbert, 2007). Some studies have
found support for the theory using the dynamic capability approach (Zhu&Kraemer, 2002),
while others have found no support for it (Hitt, Bierman, Shimizu, & Kochhar, 2001).
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This study uses the existing evidence of conceptual and empirical support for the RBV
with respect to market dynamics as its theoretical framework. It focuses on RBV theory
with respect to market dynamics. It aims to contribute to how internal organisational
learning and routines framed by strategic direction and decision processes can provide for
progressive reformulation and recombination of the relevant internal resources (assets) in
line with the progressive market dynamic revelations (Eisenhardt & Martin, 2000;
Newbert, 2007; Schroeder, Bates, & Junttila, 2002). It conceptualises the market fit
measure as a dynamic capability and tests its relationships with some measures of
performance (Schroeder et al., 2002; Zhu, 2004; Zhu & Kraemer, 2002).
These assets will be identified as having the characteristics of being valuable
(providing the ability to conceive and implement strategies that improve the organisation’s
efficiency and effectiveness), rare (not possessed by competing firms), imperfectly
imitable (unique), and non-substitutable (no other equivalent valuable assets available
within the firm). The dynamic capability perspective of assets indicates that capabilities
need to be evolved and recreated progressively to allow a firm to stand clear of
competition (imitators) over time (Diericks & Cool, 1991; Teece, Pisano, & Shuen, 1997).
Through progressive innovation in the nature, extent, and direction of the intangible assets
it may be possible to protect initiatives and create a combination and configuration of them
in a way that maintains their relative sustainability over time (Srivastava et al., 2001).
Ultimately, the capability configuration approach requires a firm to remain original and
creative rather than being an imitator in creating a sustainable competitive advantage.
The dynamic capability perspective calls for ‘the ability to integrate, build, and
reconfigure internal and external competencies to address rapidly-changing environments’
(Teece et al., 1997, p. 516). The dynamic assets can be used by a firm to instigate the
adjustments to its resource mix and thereby maintain sustainability of the firm’s
competitive advantage.
There appears to be no single or specific number or combination of various assets that
can be considered as the ideal assets mix. However, those that generate the direction and
provide the framework for corporate action may, through their core function, become
fundamental assets in mobilising other operational assets, including tangible assets, into
action. These assets could include the overall corporate marketing strategy, marketing
planning, and management’s decision-making characteristics and style.
The market fit concept can be characterised as an interaction approach to contingency
theory (Drazin & van de Ven, 1985) within the RBV. The focus of market fit is on
explaining variations in business performance influenced by the contribution of, and
interaction between, organisational assets (capability configuration) moderated by the
competitive intensity and market volatility in the external environment. The extent of the
fit is assessed as a linear association between the market fit variable and some business
performance indicators. The stronger the association, the closer is the current level of
market fit to the ideal fit.
The core capability configuration elements used in this study represent the foundation
that characterise the nature, extent, and the direction of the business. The core capability
configuration used also presents the complex nature and the interactivity involved in the
conduct of a business.
Moreover, since market fit is conceptualised as the configuration of various intangible
internal assets moderated by the external environment into a whole and complete entity, it
may also be characterised as ‘gestalt’. It attempts to find recurring clusters of attributes and
effective configurations of organisational intangible assets (Venkatraman, 1989;
Venkatraman & Camillus, 1984).
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The definition of market fit
Market fit is the capability configuration of an organisationmoderated by the externalmarket
dynamics. The capability configuration is a dynamic resource-based viewof the organisation
representing a holistic perspective of the contribution to, and the interaction between, a set of
core internal intangible assets. The capability configuration is moderated by the external
environmental factors of competitive intensity and market volatility. It is possible that other
environmental factors would influence the magnitude of the fit and exert mediatory and
moderating influences on its association with organisational performance outcomes. These
factors may include a wide range of environmental elements such as general economic
conditions and corporate regulatory disciplines. These environmental factors have not been
explored in this research and could be further examined in future studies.
Market fit is measured as a formative construct. It is represented as an association with
some specific business performance indicators. The level of association indicates the
relative extent of deviation of the current organisational capability from the ideal
capability. The fit is meaningful in relation to a specific market offering and a specific
target market with its specific market dynamic status.
It is expected that the fit dynamics will change according to changes occurring in the
market composition. It may be suggested that since market compositions, usually, do not
change very quickly, the internal capabilities will be reconfigured in time to match the new
market composition. If the change in market composition is relatively quick and
unanticipated, the readjustment of the internal assets, in a way that fits the new market
dynamics appropriately, may take some additional time. For example, if the change in
market dynamics is drastic and disrupts the required incremental changes in the fit, it will
take more time to readjust, depending on the magnitude of the change. The additional time
required would be for management to understand the new situation, re-draft its strategy,
revise the programme of corrective actions, and implement the new strategy.
Consequently, there will be a period of readjustment for the internal capabilities to fit
the new market condition and composition. The important issue is that the approach to fit
adopted by management will provide a framework and direction for a purposeful
reconfiguration of the fit status.
In the case of multi-nationals, the fit strategy will be adopted by the senior
management at the corporate headquarters. The strategy’s implementation would follow
the organisational structure regarding the delegation of responsibilities to subsidiaries and
country market managers. Therefore, the issue of centralised or decentralised decision-
making processes is not expected to alter the fundamental approach to market fit
management. The fit would always need to be relevant to the local market dynamics. The
requirements for change would be communicated by the local managers to the head office
with suggestions, seeking authorisation for implementation. The local managers will
regard fit dynamics as related to their individual markets and will apply different fit
adjustments in their local operations in each individual country market.
In the case of global marketers, who deal with, more or less, similar market segments
across various countries, they will form their fit status along with the similar dynamics in
those similar market segments. Global market segments, while located in different
countries, by definition, have strong similarities. Consequently the fit dynamics for those
market segments tend to be similar.
The contribution of the market fit concept is to identify the internal intangible assets
that need to be integrated to create the critical capability configuration necessary.
The market fit model demonstrates the total integration, rather than coordination, of the
M. Taghian and R.N. Shaw398
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organisational assets with understanding of their interaction and relative contribution to
the fit of the organisation to specific market dynamics for specific business objectives.
Hypotheses
The hypothesised relationships to be tested in this study are demonstrated in the model of
market fit as presented in Figure 1. The model incorporates the contribution and
convergence of the three core value-creating and rent-generating intangible assets that
form the internal capability configuration of an organisation.
Contributors to the organisation’s capability configuration
Marketing strategy
Strategic orientation refers to the specific approach a firm undertakes to create superior and
continuous performance (Gatignon & Xuereb, 1997). The strategic orientation also reflects
management’s perceptions of the environment and its intended framework for reactions to
environmental conditions (Hitt, Dacin, Levitas, Arregle, & Borza, 2000; Sinkovics &
Roath, 2004). The overall marketing strategy can be viewed as an intangible resource that
represents the direction which management has decided to adopt in facilitating the
achievement of key organisational objectives. This strategy would be formulated to
incorporate management’s assessment of internal capabilities and the emerging market
dynamics.
The decision made by management on the overall marketing strategy to be adopted can
set the agenda for, and direction of, most other organisational activities. These, in part,
include choices to be made on the provision of tangible assets and facilities necessary,
marketing mix decisions, investment in marketing assets, talents to be employed,
organisational processes to be adopted in conducting the business, gathering of specific
types of intelligence required, and the extent of organisational responsiveness to market
changes.
The choice of strategy made by management would require all organisational activities
to adopt a uniform approach, if the strategy is to be successful. It requires other functional
Competitive
intensity
Decision making
Marketing
planning
Capability
configuration
Strategy
Market fit
Market
volatility
Change in
financial
performance
Change in
market share
Figure 1. Market fit and organisational performance.
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areas’ agreement with and adherence to its conditions. They need to plan and implement
their own departmental activities in support of the strategy.
The generic strategy options (Porter, 1980) of focus, cost leadership and differentiation
have been investigated for their relevance and link to business performance (Pecotich,
Purdie, & Hattie, 2003; Powers & Hahn, 2004) with positive results. There is also evidence
to suggest that the generic strategies of cost leadership and differentiation are associated
with market orientation (Narver & Slater, 1990) as well as with marketing (including
sales) effectiveness (Pelham, 2000; Pelham & Wilson, 1996). Furthermore, a
differentiation strategy (either focused or broad) and a low-cost strategy are suggested
to be compatible to the extent that, under some market conditions, a differentiation
strategy may lead to a low cost position (Hill, 1988). This is so because increased market
share may lead to a larger quantity of products sold and economies of scale resulting in
lower cost of production. Therefore, adopting a differentiation strategy may, potentially,
lead to a more sustainable competitive advantage, a market share increase and a low cost
position. The important issue is to instigate the ability to differentiate meaningfully and to
maintain the relevance of this over time (Hill, 1988). Thus, as depicted in Figure 1, it is
hypothesised that:
Hypothesis 1: Organisational capability configuration associates positivelywith differen-
tiation strategy as a core intangible resource.
Marketing planning
The marketing planning process is an intangible resource that represents the organisation’s
considered effort to understand its current capabilities, anticipate the changes in market
dynamics over the plan period, design specific objectives that are assessed to be
achievable, and provide a detailed course of action designed to assist with the achievement
of those objectives (Chae & Hill, 2000). Therefore, marketing planning, potentially,
incorporates the organisation’s assessment of key opportunities and challenges in the
market, as well as its commitment to exploit those possibilities. It may, therefore, facilitate
the long-term provision of superior value to the customer and the achievement of a
sustainable competitive advantage in the market (McDonald, 1996).
Furthermore, the marketing planning process engages the organisation in
adopting a disciplined approach to an orderly and purposeful management. This requires
a periodic revision of the market situation and the organisation’s progress status as
well as an attempt to understand the reasons for the results achieved. The planning
process also involves directly or indirectly key organisational personnel and decision
makers, and motivating inter-functional understanding and co-operation (Landry,
Amara, Pablos-Mendes, Shademani, & Gold, 2006; Woolridge & Floyd, 1990). Marketing
planning can play a key role in identifying the types of environmental intelligence
required and in using the insight gained from this, to respond effectively to the market
dynamics.
Marketing planning requires the collaboration of various organisational functions. It is
structured to provide for and organise activities to achieve specific objectives chosen to
contribute to the achievement of the corporate short and long term goals. The marketing
plan is sanctioned by the senior management as being in agreement with other strategic
plans of other functional areas within the organisation. Moreover, the marketing plan
would have been prepared with the involvement of, and contribution from, as well as
agreement of, other functional units within the company. Consequently, the marketing
plan may be regarded as a capability that motivates collaboration, involvement and
M. Taghian and R.N. Shaw400
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awareness of other key departments, which is coordinated through the marketing planning
process. It sets the framework of actions for the future as well as the identification of what
other resources (assets) may be needed to facilitate the achievement of the specific
objectives set out by the management.
Moreover, a formal marketing planning process, potentially, may result in
improvements in planning through setting standards, encouraging better preparation for
it, stimulating employees’ involvement, and elevating the skills in planning gained
because of periodic practice. Therefore, marketing planning as an intangible resource
(asset) can be expected to provide an understanding of the characteristics of most other
tangible assets that need to be utilised in the conduct of the business. At the same time,
since marketing objectives are, potentially, designed to support and facilitate the
achievement of other key organisational objectives, it is expected that marketing planning
will contribute to, and be associated with, non-marketing organisational performance as
well as with marketing performance indicators (Wilson &McDonald, 1994). Therefore, as
depicted in Figure 1, it is hypothesised that:
Hypothesis 2: Organisational capability configuration associates positively with
marketing planning as a core intangible resource.
The core decision-making characteristics and style
The decisions company managers make ultimately shape the organisation and its future
prospects (Mintzberg &Waters, 1985). The core decision-making style and characteristics
of the key managers who make decisions are considered to be a resource that can
contribute directly to the capability configuration of the organisation. These characteristics
can influence the relevance of decisions made and can also provide for effective
implementation of decisions to achieve final outcomes. This is so since business decision
making is concerned with allocating organisational assets in order to maximise the
expected value of the business without incurring undue risks (Ydstie, 2004).
Stern and Stalk (1998) suggest that companies which persist over time in making
effective decisions in the areas of investment, operation and finance for the purpose of
generating and maintaining value can create a distinct inimitable competitive advantage
by differentiation. They also suggest that managing the differentiation created through
effective decision making in those areas can become the essence of a long term successful
business strategy (Stern & Stalk, 1998).
Effective implementation requires participation by people in the decision-making
process who are to implement the decision, and their being motivated to achieve it.
Procedural justice theory highlights the need to treat participants in a decision-making
process fairly. The perceived fairness in the process of decision making can motivate
commitment, attachment, and trust by people who will ultimately implement the decision
(Korsegaard, Schweiger, & Sapienza, 1995; McFarlin & Sweeney, 1992).
The decision-making process refers to the way in which decisions are made within a
company, including the mode and nature of the decision making. It includes also the
participation of others in the consultation for decisions and their invited input. Therefore,
the decision-making process brings together the characteristics of the management and the
functional areas’ inter-relationships and cross-influences that may identify the nature of
the relationships. These relationships contribute to the provision of the capabilities that are
called for in the marketing programme and in accordance with the strategic direction of the
firm. These core capabilities, potentially, motivate and demonstrate the ‘inter-disciplinary
nature’ of a business.
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Moreover, in highly competitive markets where market dynamics can change quickly
and competitors’ reactions are intense, speed and assertiveness in decision making and
implementation of the decisions made are important for success (Baum & Wally, 2003;
Eisenhardt, 1989). It has been suggested also that a heuristic style of decision making can,
potentially, assist with the quality of decisions made through systematic repetitive
consultation (Henderson & Nutt, 1980). Furthermore, advances achieved in communi-
cation technology have made this repetitive consultation and feedback process easier and
faster. Therefore, as depicted in Figure 1, it is hypothesised that:
Hypothesis 3: Organisational capability configuration associates positively with
management’s decision-making process as a core intangible resource.
The external environment
The external environment may, potentially, influence the outcome of the decisions made
and implemented, by restricting or enhancing their effectiveness. In an organisation,
decisions are made in relation to the competitive intensity in the market and market
volatility, represented by changes in consumer preferences, reflecting the challenges and
opportunities they present.
The competitive intensity and level of volatility in the market are external influences
and conditions to which an organisation needs to accommodate, and under which it needs
to operate. Using this focus may motivate the organisation to re-establish and re-configure
its internal capabilities to match the condition of the market.
The external environment in this study is characterised in terms of the anticipated
competitive reactions to the organisation’s marketing initiatives. Volatility is char-
acterised in terms of changes in the industry represented by customers’ change in product
preferences and speed of change in the technology used (Slater & Narver, 1994; Veliyath
& Fitzgerald, 2000).
Slater and Narver (1994), in a study to investigate the influence of the competitive
environment on the strength of market orientation, found little support for the moderating
role of competitive environment. However, of interest is investigation of whether
competitive intensity and market volatility are influential in moderating the capability
configuration of the organisation and contributing to the market fit measure. Therefore, as
depicted in Figure 1, it is hypothesised that:
Hypothesis 4: The organisational capability configuration is moderated by the external
environment.
Hypothesis 4.1: Competitive intensity associates negatively with market fit.
Hypothesis 4.2: Market volatility associates negatively with market fit.
Business performance
Business performance is a complicated concept to measure, given the various factors that
can influence its magnitude and direction. It may be considered, generally, as the results
achieved or a change in results through conducting a business (de Waal, 2002).
Business performance may also be viewed as the degree to which an organisation has
achieved its own set of defined objectives and expectations (Dieckman, 2001). The
magnitude of business performance, and indication of the level of achievement, may
be evaluated in relation to an industry standard as a convention, an industry’s norm,
past performance, or the established objectives and expectations of the organisation
(Herremans & Ryans, 1995). An organisation’s defined objectives and expectations could
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include different measures, such as the level of customer satisfaction, profitability, market
share, sales value, and sales volume (Gustafsson & Johnson, 2002), just to mention a few.
From a competitive perspective, market performance can be expressed in terms of market
share and sales performance, which influence the financial performance outcome (Morgan,
Clark, & Gooner, 2002).
The choice of conventional economic performance indicators for use in this study was
based on the expectation that they would elicit valid responses as they are, generally,
understood and used by most respondents. For example, most companies use market
performance indicators, such as market share, as part of their marketing objectives.
However, ecological and social performance indicators have not yet been integrated across
all organisations (Pont & Shaw, 2004). Consequently, the respondents were expected to
have a more valid subjective understanding of their economic performance than their
ecological and social performance.
Other important business performance indicators, such as ‘shareholder value creation’
(Srivastava, Shervani, & Fahey, 1998), were considered to be very valuable, but probably
more for future research after familiarity with them has permeated managerial thinking
and practice more widely. At the time of this research, there was insufficient general
familiarity with estimating and recording these more complex metrics.
Market share refers to the percentage of the overall volume of business in a specific
target market that is controlled by a company. This definition holds for any market as
defined by the respondent that the organisation considers as its primary market for
business activities. The market fit score for that organisation is also in relation to the
operation in that market as defined by the respondent.
The performance indicators used in this study are selected to assess the direction of any
change in performance rather than specific levels of performance. They include: (1) a
measure that predominantly reflects the influence of marketing decisions, that is, change in
market share; and (2) change in the overall financial performance of the organisation,
representing the results of the entire organisation’s activities. This choice has been made to
enable a comparison between a marketing performance indicator and a non-marketing
performance indicator of the likely benefits of the market fit. Therefore, the performance
measures used in the study reflect effectiveness and adaptiveness. They indicate also the
ability of the organisation to respond to environmental change (Homburg, Krohmer, &
Workman, 1999). Hence, as depicted in Figure 1, it is hypothesised that:
Hypothesis 5: The market fit measure is associated directly with the direction of change
in organisational performance included in the model. That is, higher
market fit scores associate positively with higher levels of business
performance levels.
Hypothesis 5.1: Market fit is associated positively with increase in market share.
Hypothesis 5.2: Market fit is associated positively with increase in the overall financial
performance.
Method
The unit of analysis in this study is defined as the ‘strategic business unit’ (SBU) and the
respondent has been determined as the senior marketing person within the SBU (Jaworski
& Kohli, 1993; Menguc & Barker, 2005; Narver & Slater, 1990).
The model of market fit, as explained previously, incorporates several latent variables,
each indicative of relevant hypothesised observed variables. The questionnaire for this
study was developed to collect the required information to enable quantification of the
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constructs in the model (Table 1). All questions were designed to gather subjective
assessments by the respondent, using interval (1–7) Likert-type scales and other response
formats (Wrenn, 1997).
Initially, prior to drafting the questionnaire, three in-depth interviews were conducted
with a panel of experts (senior marketing professionals) to discuss the overall purpose and
the specific areas that can contribute to the capability of an organisation and those that
may, potentially, influence business performance directly and indirectly.
A two-phase pilot testing of the research instrument was conducted. The first phase
included two groups, (1) academic staff of a university including two marketing specialists
and a psychologist, and (2) a panel of three senior marketing managers. Comments and
suggestions from these two panels, where they were considered to be appropriate, were
implemented. In the second phase, the revised questionnaire was re-tested using a different
panel of three marketing managers.
The key contacts at the SBUs were selected as the chief executive officers (CEOs).
This decision was made to invite the cooperation of the top manager by way of nominating
and authorising the most appropriate (senior) marketing executive within the organisation
to provide the information requested. The senior marketing executive is positioned
organisationally to be involved directly in all the internal and external issues related to the
marketing function and is expected to be consulted directly or kept informed on other
decisions that influence business performance.
Table 1. Confirmatory factor analysis.
Construct Loading t-value
Strategy (Alpha ¼ .62, CR ¼ .75, AVE ¼ .78)
We are well known as an organisation which has an
abundance of new product ideas
.73 2.86
We ensure that our goods and/or services are different from our
competitors’ goods and/or services
.51 2.86
We continuously improve our goods and/or services by making
minor modifications to them
.44 4.58
Marketing planning (Alpha ¼ .83, CR ¼ .90, AVE ¼ .87)
We have a formal marketing planning process .88 5.63
Our staff are trained and experienced in marketing planning .81 5.48
We usually prepare a marketing plan .76 6.37
Decision making (Alpha ¼ .66, CR ¼ .59, AVE ¼ .85)
The decision-making process is consultative .37 3.01
The decision-making process is proactive .81 3.83
The decision-making process is quick .83 3.83
Competitive intensity (Alpha ¼ .61, CR ¼ .71, AVE ¼ .85)
In this industry, competition is cut-throat .60 1.20
In this industry, anything that one competitor can offer, others
can match readily
.73 1.20
Market volatility (Alpha ¼ .58, CR ¼ .71, AVE ¼ .84)
In this industry, customers’ product preferences change a lot over time .81 .79
In this industry, technology is changing rapidly .51 .79
Performance measures
We gained market share over our major competitors last year 5.20
The overall financial performance last year was better than in
the previous year
4.04
Note: Alpha ¼ Cronbach’s alpha; CR ¼ Composite reliability; AVE ¼ Average variance extracted.
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The target population was defined as the larger business organisations (in terms of their
reported revenue) in Australia. This choice was based on the assumptions that the larger
companies have (1) greater likelihood of a more ‘professional’ marketing structure, and
(2) a higher incidence of a formal marketing planning process.
The ‘larger Australian businesses’ were identified as those companies on the Dun and
Bradstreet (1999) database (The business who’s who of Australia) with reported annual
revenue of minimum $10 million, including both manufacturing and services
organisations. The database included 22,501 businesses and provided the company
demographic information that was used as sample selection criteria (industry type, annual
revenue, and number of employees) for the study.
The data were collected using a self-administered questionnaire. Total anonymity of
the respondent and the company was provided, as the returned questionnaires carried no
identification of the respondent (Dillman, 1978; Jobber & O’Reilly, 1998).
Of the 1440 questionnaires mailed out, 216 completed usable questionnaires were
received. This represented a response rate of approximately 16% of the adjusted mail-out,
after allowing for undeliverable (5%) and incomplete (1.2%) questionnaires (Cohen, 1988;
Zikmund, 1991). On the basis of chi-square testing, the statistical insignificance ( p . .05)
indicated that there was no difference in these characteristics between the companies that
returned questionnaires and the outgoing sample (Lambert & Harrington, 1990; Lankford,
Buxton, Heltzer, & Little, 1995). The Kaiser-Meyer-Olkin (KMO) measure of sampling
adequacy of .69 and Bartlett’s test of sphericity of, .01 indicate the suitability of the data
for factor analysis.
The specific observed variables that contribute to the measurement of all latent
variables were examined using exploratory factor analysis. The extracted factors, with
eigenvalues in excess of one, all had high face validity and acceptable levels of reliability
(Table 2).
Although exploratory factor analysis (EFA) was used as the preliminary technique to
identify the underlying factor structure of the data, a subsequent confirmatory factor
analysis (CFA) was conducted to evaluate the resulting variables (Figure 2). This was
followed by a test of unidimensionality of the measurement models (Figure 2) that form
the structural model (CFA). The goodness of fit statistics for measurement models were all
acceptable (Table 3), leading to the inference that the indicators adequately measure the
intended constructs.
The linearity assumption of the predictor and criterion variables was investigated using
scatterplots. The normality assumption was examined using the skewness and kurtosis
statistics with the Kolmogorov Smirnov test of normality. Some violations from normality
were observed. However, because of the equality of variances, it was considered that
Table 2. Mean, standard deviation and internal reliabilities of the constructs used in the model of
market fit.
Construct Grand mean Mean SD Cronbach’s alpha
Marketing planning 4.7 19.3 5.2 .85
Capability configuration 4.7 42.3 7.3 .75
Market fit 4.8 71.6 10.0 .72
Decision making 4.8 14.3 3.0 .65
Strategy 4.6 13.9 3.1 .63
Competitive intensity 5.2 10.1 2.6 .61
Market volatility 4.6 9.3 2.6 .58
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minor departure from normality would not invalidate the results, since regression analysis
and the t-test procedure are robust to some violation of the normality assumption
(Bohrnstedt & Carter, 1971).
The contributions of the individual organisational assets included in the model to the
measure of organisational capability are reported as estimated by Analysis of Moments
Structures (AMOS) (Table 4). Moreover, the correlations between the assets are reported
to indicate the levels of interaction between those assets (Table 5). Correlations between
the components of the model showed no high associations (exceeding .8) indicating that
multicollinearity does not appear to be a problem.
The content and face validity of the measurements were established through the initial
attempt to construct the research instrument. In the initial stages, in three personal
interviews with a panel of experts, the relevance and content of questions directed to each
variable in the model were discussed and questions were drafted to gather the information
needed to enable the formation of the relevant variables.
The construct validity of the items included in each latent variable was tested using
exploratory factor analysis (Principal Components and Varimax Rotation Method). The
construct validity was further supported through internal reliability (Table 2), composite
reliability (Table 1), and inter-correlation of the components of the model (Table 5).
Results and discussion
To test whether the designated core intangible assets were associated with the capability
configuration of the firm, and the moderating influences of the external environment on the
firm’s capability configuration, forming the market fit construct (Figure 1), structural
equation modelling (AMOS) was used to estimate the relationships hypothesised (Table 4).
The key results obtained are as follows:
Strategy
Marketing
planning
Decision making
40
34
28
Improve products by minor modifications
Product differentiation
Abundance of new product ideas
Have formal marketing planning process
Staff are trained in marketing planning
Usually prepare a marketing plan
Quick decision-making process
Proactive decision-making process
Consultative decision-making process
.58
.61
.61
.81
.71
.84
.69
.96
.32
Figure 2. Confirmatory factor analysis – standardised estimates.
Notes: Values to the right of the observed variables represent standardised factor loading regression
weights. Values to the right of the unobserved (latent) variables represent correlation coefficients (r).
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(a) The predictors of the capability configuration construct account collectively for
about 78% of its variance (Arbuckle, 1999).
(b) The intangible resource of differentiation strategy associates positively with the
capability configuration of the firm (R ¼ .54, p , .01). Therefore, Hypothesis 1 is
supported.
(c) There is a positive association between the intangible resource of marketing
planning and the capability configuration of the firm (R ¼ .58, p , .01).
Therefore, Hypothesis 2 is supported.
(d) The intangible resource of decision-making process of management is associated
positively with the capability configuration of the firm (R ¼ .39, p , .01).
Therefore Hypothesis 3 is supported.
(e) The predictors of the market fit construct (i.e. capability configuration of the firm
and the external environmental factors) account collectively for about 83% of its
variance (Arbuckle, 1999).
(f) The capability configuration of the firm contributes to the market fit construct
positively (R ¼ .88, p , .01).
(g) The external environmental factors included in the model of market fit do not
appear to be negatively contributing to the measure of market fit. Competitive
intensity (R ¼ 20.18, p . .05) and market volatility (R ¼ .13, p . .05) show no
significant and direct moderating effect on the capability configuration of the firm.
Therefore, Hypotheses 4.1 and 4.2 are not supported.
(h) The market fit construct associates positively with both measures of performance
used in the model. Therefore, Hypotheses 5.1 and 5.2 are supported. However, the
market fit association with the change in market share (R ¼ .60, p , .01) is
stronger than its association with the change in the overall financial performance
(R ¼ .38, p , .01).
Considering that there appears to be no evidence of a moderating effect of the external
environmental factors of competitive intensity and market volatility on the strength of the
capability configuration of the firm (Table 5), the construct of capability configuration can
be viewed as the major contributor to the firm’s market fit measure. It may be argued that
the intangible assets used to account for the capability configuration may already reflect
management’s understandings of the external environment. If so, the external
environmental factors have already influenced the nature of those core intangible assets.
Specifically, the marketing planning process requires a thorough review of the
organisation’s situation and provides for the opportunities and challenges existing both
Table 4. Relationships in the of market fit.
Standardised estimate
Marketing planning! Capability configuration .58**
Strategy! Capability configuration .54**
Decision making! Capability configuration .39**
Capability configuration! Market fit .88**
Market volatility! Market fit .13
Competitive intensity! Market fit 2 .18
Market fit! Change in market share .60**
Market fit! Change in financial performance .38**
Note: **Significant at the .01 level; *significant at the .05 level.
M. Taghian and R.N. Shaw408
D
o
w
n
lo
ad
ed
 B
y:
 [
De
ak
in
 U
ni
ve
rs
it
y]
 A
t:
 0
2:
48
 1
0 
No
ve
mb
er
 2
01
0
T
ab
le
5
.
D
es
cr
ip
ti
v
e
st
at
is
ti
cs
o
f
th
e
m
o
d
el
co
m
p
o
n
en
ts
an
d
th
ei
r
in
te
r-
co
rr
el
at
io
n
s.
C
o
n
st
ru
ct
1
2
3
4
5
6
7
1
S
tr
at
eg
y
2
M
ar
k
et
in
g
p
la
n
n
in
g
.2
9
*
*
3
D
ec
is
io
n
m
ak
in
g
.2
1
*
*
.3
2
*
*
4
C
o
m
p
et
it
iv
e
in
te
n
si
ty
2
.0
2
2
.0
6
2
.0
5
5
M
ar
k
et
v
o
la
ti
li
ty
.3
2
*
*
.0
8
.0
4
.0
0
6
C
h
an
g
e
in
m
ar
k
et
sh
ar
e
.3
0
*
*
.3
9
*
*
.3
0
*
*
2
.0
8
.1
4
*
7
C
h
an
g
e
in
fi
n
an
ci
al
p
er
fo
rm
an
ce
.2
4
*
*
.1
2
.2
1
*
*
2
.1
3
.1
1
.3
7
*
*
M
ea
n
4
.6
6
4
.6
8
4
.7
8
5
.0
3
4
.5
6
4
.6
7
5
.3
1
S
D
1
.0
5
1
.3
4
1
.1
4
1
.3
2
1
.2
7
1
.6
4
1
.9
8
N
o
te
:
*
*
S
ig
n
ifi
ca
n
t
at
th
e
.0
1
le
v
el
;
*
si
g
n
ifi
ca
n
t
at
th
e
.0
5
le
v
el
.
Journal of Strategic Marketing 409
D
o
w
n
lo
ad
ed
 B
y:
 [
De
ak
in
 U
ni
ve
rs
it
y]
 A
t:
 0
2:
48
 1
0 
No
ve
mb
er
 2
01
0
internally and externally. The strategy formulation, in this case differentiation strategy, is
fundamentally designed as a framework of action to observe and react to the opportunities
and challenges of the environment in a way that facilitates the creation and maintenance of
a sustainable competitive advantage. The decision-making process with the characteristics
identified, as being consultative, quick, and proactive motivates forward thinking and
acting with a focus on the dynamic market environment. As such, the influences of the
external environment may have already been internalised and incorporated in decision
making in relation to intangible assets.
The components of the model of market fit (measurement models – constructs)
correlate with one another at different levels, indicating the extent of their associations and
cross-influences that might support and improve their collective effectiveness (Table 4).
A summary of important correlations between the components of the model of market fit is
presented below:
(a) The three intangible assets of strategy, marketing planning and decision making
contributing to the measure of capability configuration have positive associations,
supporting the influences of each other. Marketing planning associates with
decision making (r ¼ .31, p , .01) and with strategy (r ¼ .30, p , .01). At the
same time, strategy and decision making are associated (r ¼ .19, p , .01).
(b) The three intangible assets correlate with the change in market share performance:
strategy (r ¼ .31, p , .01), marketing planning (r ¼ .39, p , .01), and decision
making (r ¼ .31, p , .01).
(c) Of the three intangible assets used in the model, strategy (r ¼ .24, p , .01) and
decision making (r ¼ .23, p , .01) correlate with change in the overall financial
performance.
(d) There is no evidence of association existing between marketing planning and the
change in the overall financial performance (r ¼ .11, p . .05).
(e) Competitive intensity is not associated with any other component of the model.
(f) Market volatility is associated with the intangible resource of strategy (r ¼ .29,
p , .01) and the change in market share (r ¼ .14, p , .05) performance.
(g) The change in market share performance correlates with all components of the
model except for competitive intensity (r ¼ 2 .08, p . .05).
(h) The change in financial performance correlates with decision making (r ¼ .23,
p , .01), strategy (r ¼ .24, p , .01), and with the change in market share
(r ¼ .37, p , .01), but as indicated previously, there is no evidence of its
association with marketing planning and the external environmental factors of
competitive intensity and market volatility.
These correlations suggest that the intangible assets used in the model of market fit
co-vary and cross-influence to create synergy and the extent of strength that is presented in
the capability configuration of the firm. The association of the external environmental
factor of market volatility with differentiation strategy may indicate the effectiveness of
the strategy directly reacting to the changes in the consumer preferences and the changes
in technology, which can potentially influence the nature of competition in the market.
Contributions of the study
This study makes the following contributions to the marketing literature.
Firstly, it demonstrates that market fit associates positively with both measures of
performance used in the study. However, its relationship with marketing performance,
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change in market share (R ¼ .83, p , .01), appears to be stronger than with change in the
overall financial performance (R ¼ .49, p , .01).
These results provide evidence that the resource-based view of the firm in using
specific intangible assets of the organisation to form its capability configuration can
provide a basis for explaining the areas of influence that may be applied to achieve
business performance objectives. The results can also provide a basis for justifying that the
capability configuration of the firm and its corresponding market fit may be used,
potentially, as predictors of organisational performance. The suggestion is that the market
fit approach to management can, potentially, identify the key decision areas that may
influence directly the capability configuration–business performance link.
The evidence that market fit is not moderated by the external environment is similar to
the finding by Narver and Slater (1994), suggesting that there is little evidence that the
competitive environment moderates the association between market orientation and
performance. This can, potentially, be attributed to the likelihood that marketing strategy
and marketing planning have already used external environmental influences in their
development, and consequently, the influence of the external environment has already
been incorporated in those intangible assets.
It is expected that the magnitude of the association and the importance of the individual
assets used in themodel vary according to the specific organisation andmarket characteristics.
The suggestion is that some of these contributing items may be industry-specific forming the
external environment, and organisation-specific forming the internal environment.
Limitations
In the absence of a complete Australian national register of all companies, the Dun and
Bradstreet database of Australian businesses was used as the sampling frame. It is possible
that this database is not fully representative of all Australian businesses.
The business performance measures used in the study were subjective assessments by
the respondent. However, subjective assessments are frequently used in marketing studies
and are claimed to be good indicators of objective measures of performance (Green, Tull, &
Albaum, 1990; Hooley & Lynch, 1985; Narver & Slater, 1990).
Only two measures of performance were used in this study including change in market
share and change in the overall financial results. There are various performance measures
that may be used including both normative and contextual performance indicators
(Morgan et al., 2002). The fit of an organisation to its target market may, potentially, vary
if different performance indicators are used.
The response rate of 16%, potentially, has introduced the element of self-selection by
the respondent. However, investigation has established the lack of bias in the set of
completed questionnaires received in comparison to the original (mail-out) sample on the
basis of demographic characteristics of industry type, total reported annual revenue, and
total number of employees. It must be emphasised that this response rate (16%) is not
unusual in similar studies undertaken and, therefore, is considered to be acceptable
(Lambert & Harrington, 1990; Lankford et al., 1995). The total number of responses
received and used in the analysis was 216, which was similar to that used by Jaworski and
Kohli (1993; 222 and 230 responses).
This research was designed as a cross-sectional study. It does not demonstrate the
variation of results over time (Dawes, 2000), and the organisational process of progressive
adaptation to market changes. A longitudinal study may reveal a more definitive benefit of
the management of market fit.
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Implications
The results suggest that business performance is associated with a combination of various
intangible assets that collectively form the capability configuration of the organisation. It
appears also that the higher levels of market fit are associated with higher levels of the
performance measures used in the study. Therefore, it is arguable that performance levels
may be influenced by managing the character and the appropriate strength of each
controllable intangible resource that contributes to market fit.
It is also suggested that the dynamic characteristic of the market, the industry specific
conditions, and the diversity of managerial styles in the leadership of a business enterprise,
can produce differences in micromarketing applications. These idiosyncrasies may
interfere with the general application of all the details that form the predictors of market
fit. Therefore, it may not be possible to suggest a set of specific predetermined factors that
could apply to all organisations, in all industries, and in all operating market environments.
The model of market fit, therefore, needs to be applied with specific modifications in its
range of predictors, in a way that represents best the nature of the organisation, the
industry, and the market condition investigated.
The implication of the above suggestions is that the association of individual
predictors of market fit with business performance, without the presence of other
predictors, would produce incomplete results.
Moreover, the understanding of the extent and the nature of the interaction between the
key intangible assets can assist management to establish an effective level of capability
configuration that can highly associate with the performance objectives.
The choice of performance measures may reflect the organisation’s emphasis on
strategic and annual plans. This choice will also influence the management of the core
intangible assets that would be relevant in the achievement of those performance
objectives.
Further research
It is expected that the core intangible assets used in forming the market fit measure may
vary across industries and business situations. This suggestion needs to be investigated to
identify the specific predictors of market fit by industry and the relative contribution of
each predictor to market fit.
The items that form the constructs of the model could be investigated further. The
studies on market orientation have identified the need to modify the items that form the
components of the construct. This may also be relevant to market fit.
The external environment does not appear to moderate the market fit measure.
However, only the competitive intensity and market volatility components of the external
environment have been used in the model.
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